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VOLUME 2. AIR OPERATOR CERTIFICATION

CHAPTER 3. SELECTED PRACTICES

SECTION 1. AIR CARRIER MERGERSAND ACQUISITION OF AIR CARRIER OPERATIONAL ASSETS

149. GENERAL. The number of new airlines starting
operations since the Airline Deregulation Act (1978) has
increased significantly. As deregulation took effect (circa
1983 and 1984), changing markets and intense competition
caused an increasing number of air carrier mergers and sales
of air carrier operational assets. This section provides direc-
tion and guidance and a process to follow when air carriers
merge operations, acquire operational assets of another air
carrier, or change ownership. These actions generally result
in operational changes requiring various levels of FAA
coordination and approval or acceptance of the changes
before they can be implemented. For mergers and situations
involving the acquisition of operational assets of another air
carrier (acquisitions), the types of changes are normally
characterized by the following:

» Changes in operational control systems and philos-
ophy

» Changes in programs or subsystems which are part of
the operational control system

* Revisions to manuals containing procedures for
conducting various operations, maintenance, and
inspection programs

» Revisions to training curricula and/or changes in
employee qualification criteria for persons who will
be conducting merged or new operations and/or
programs

A. Mergersand Acquisitions. These situations have a
significant affect on FAA resources and it is imperative that
they be handled efficiently and in a manner that ensures
continued compliance with Title 14 of the Code of Federal
Regulations (14 CFR) and safe operating practices. The
FAA’s ability to effectively fulfill its responsibility
concerning mergers or acquisitions is directly influenced by
the following factors:

« Complexity of the affected operations
e Anair carrier’ stimely notification of the FAA

 The FAA’s early understanding of the changes
which will result from the merger or acquisition

e The certificate holder's comprehension of the
actions which must be taken to obtain FAA
approval or acceptance of the consequent changes
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» The length of time available and sequence in which
changes are to be implemented

B. Notification. 14 CFR does not specifically require
certificate holders to notify the FAA of impending mergers
or acquisitions. The last step to many changes resulting
from mergers or acquisitions is approval and issuance of
operations specifications. Early notification enables the
FAA to make contingency plans and be prepared to respond
in a timely manner. This benefits the affected air carriers
and the FAA.

C. Transition Plans. Situations involving mergers or
acquisitions usually change the capability and character of
the affected certificate holders. A transition period often
follows when the original capabilities of the affected certifi-
cate holder will be in a state of change until new (different)
capabilities have been established and stabilized. Regard-
less of the extent of change, the FAA has continuing respon-
sibility for overseeing the certificate holder’s operation.
These responsibilities can be more effectively managed if
the FAA is fully aware of the certificate holder’ s intentions
during the transition period. 14 CFR does not require certif-
icate holders to develop and provide a plan to the FAA.
However, in most situations, changes to parts of an opera-
tion such as operations specifications, training programs,
maintenance programs, manuals, checklists, MELs, record-
keeping, or flight control will require FAA approval or
acceptance. The controlling (surviving) certificate holder’s
management personnel must be made aware that a transition
plan outlining changes which require FAA approval or
acceptance is necessary if the certificate holder’s schedules
for obtaining appropriate approvals or acceptance are to be
met. Until the controlling certificate holder makes these
changes and obtains these approvals, it must continue to
operate in accordance with current approvals. Continued
safe operations can only be assured when conducted in
accordance with a transition plan providing for orderly and
realistic accommodation of the changes to be made. Transi-
tion plans for conducting operations during mergers or
acquisitions should include the following:

» An outline of changes to be made during the transi-
tion period which will require FAA approval or
acceptance
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» The controlling certificate holder’s best estimate of
when it will implement changes (These estimates
should be incorporated into the transition plan.
However, the FAA may give the controlling certif-
icate holder an Air Carrier Certification Schedule
of Events (see volume 2, chapter 1, section 1,
Figure 2.1.1.1) to use to record estimates of when
these changes will be made.)

A description of the interim methods and/or proce-
dures which will be used during the transition
period to ensure compliance with 14 CFR and safe
operating practices until all changes are fully
implemented

D. Mergers. When two or more certificate holders
merge operations there will be significant and often
complex changes to the capabilities and characteristics of
one or more of the merging parties. Usually, all of the
merging parties’ operations are changed to some extent.
The transition plan should address the manner in which, and
when, such items as certificates, operations specifications,
manuals, training programs, maintenance programs, and
recordkeeping procedures will be merged. This plan should
indicate a completion of all the merged items, so that at the
end of the transition period the controlling certificate
holder’ s operation reflects only one operation.

E. Acquisitions. There arethree types of acquisition:

(1) Acquisitions by holding companies (non-certifi-
cate holders), when the certificate holder continues to exist
as an independent entity (subsidiary), is atype of acquisition
which requireslittle, if any, FAA action. Usualy, few oper-
ational changes are made and development of a transition
planis not necessary.

(2) Acquisitions that change personal or corporate
ownership, but do not change the capability or characteris-
tics of the operation and do not make extensive changes in
management personnel required by 14 CFR, generally
require a minimum of FAA action. The affected certificate,
operations specifications, and manuals will need to be
amended to show the new name of the certificate holder. A
transition plan may not be necessary.

(3) Acquisitions that involve the transfer of signifi-
cant amounts of operational assets, including equipment
and/or personnel, are similar to mergers. A transition plan
must be developed in much the same way as a transition
plan isdeveloped for amerger.

151. THE PROCESS FOR HANDLING MERGERS
AND ACQUISITIONS. The process for handling mergers
or acquisitions follows the General Approval/Acceptance
Process described in volume 1, chapter 4, section 6. The
genera principles and terms used in the generic process are
applicable to the process described in the following para-
graphs. For this discussion, “controlling certificate holder”
identifies key management personnel of the organization
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that will hold the certificate that authorizes operations after
amerger or acquisition.

153. PHASE ONE.

A. Air carriers involved in a merger or acquisition
should, on their own initiative, notify appropriate Certificate
Holding District Offices (CHDO) of impending mergers or
acquisitions. Affected CHDOs, however, may first learn of
these impending actions through news media or other
means. Within five (5) working days of becoming aware of
an impending acquisition or merger, principal inspectors
shall contact their certificate holders to offer assistance in
assuring continued regulatory compliance during any
change. Although it may involve sensitive issues, the intent
of this early contact is to establish a good working
relationship that will help the air carrier ensure that aviation
safety is not compromised during transition. Regardless of
the means of notification, the affected CHDOs and their
Regional Flight Standards Divisions (RFSD) must, as early
as possible, make the following initial determinations:

(1) They must determine who the controlling certifi-
cate holder will be and where the principal base of opera-
tions will be located. These issues are normally resolved by
the affected air carriers in the early discussion stages of a
merger or acquisition. The affected CHDOs should discuss
these issues with their respective certificate holder’s
management as early as possible.

(2) Affected CHDOs and assigned principal inspec-
tors must establish lines of communication. Once estab-
lished, this communication should be maintained throughout
the transition period to provide an ongoing dialogue
between assigned principal inspectors, district offices, and
the regions. The regions shall keep AFS-200 and AFS-300
informed of the status of mergers or acquisitions. Affected
CHDOs (when more than one office is involved) should
fully coordinate their findings and use the results of these
discussions as the basis for determining who the controlling
certificate holder will be and where the principal base of
operations will be located.

(3) The RFSD must decide which district office will
be the CHDO after the merger or acquisition. In making
this determination, the considerations described in
Order 8400.10, volume 2, chapter 1, section 3 for
assigning CHDO responsibilities must be applied. If the
RFSD transfers CHDO responsibilities, the CHDOs should
accomplish the same types of inter-district office and inter-
regional coordination, briefings, inspections, and transfer of
operator files, as described in volume 2, chapter 1, section 3.

B. The assigned CHDO must schedule a meeting to brief
the controlling certificate holder’s key management
personnel of FAA requirements. The CHDO manager
should ensure that the timing of this meeting is appropriate
for the situation. When possible, the meeting should be
scheduled before a merger or acquisition is formalized so
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that contingency planning can be initiated by the operator
and the FAA. In other situations it may not be possible or
appropriate to schedul e the meeting until after the merger or
acquisition has been formalized. Assigned principal
inspectors should prepare for and conduct the briefing. The
certification job aids and the schedule of events may be
useful in preparing for this briefing.

(1) The first item for discussion at the initial
meeting should be verification of information provided to
the CHDO when notified of the impending merger or acqui-
sition. Principal inspectors should identify any changes to
the information previously provided. If the controlling
certificate holder has changed its initial planning informa-
tion to the extent that determination concerning CHDO
assignment is questionable, the RFSD must be promptly
advised.

(2) The CHDO shall inform the controlling certifi-
cate holder that it must develop a transition plan outlining
proposed changes with estimates of when the changes will
occur. The controlling certificate holder should submit this
transition plan to the CHDO. The principal inspectors must
brief the controlling certificate holder that the purpose of the
planisto:

» Provide an orderly approach during the transi-
tion period for making changes necessitated
by the merger or acquisition.

e Provide a common basis of understanding
between the certificate holder and the FAA of
the changes to be made and when and how
they will be made.

e Permit the FAA to coordinate its activities
with the certificate holder’s activities so that
the FAA can efficiently and promptly respond
to requests for approval or acceptance of
changes.

» Ensure continued compliance with regulatory
requirements and safe operating practices
during the transition.

(3) During the initial meeting, the controlling certif-
icate holder must understand the kinds of information that
should be included in the transition plan. The kind of infor-
mation to be outlined is dependent on the type and
complexity of the situation. Principal inspectors should
request only information that they believe necessary for the
situation. Figure 2.3.1.1 provides a Transition Plan Job Aid
for inspector use. The following list gives examples of the
kinds of information that should be addressed when appro-
priate to the situation. Pls should request any other kinds of
information not included in the following list if, in their
judgment, it is necessary.
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The interim methods the air carrier will use:

e to train crewmembers, dispatchers/flight
followers, and ground personnel

 to keep these personnel current and quali-
fied
Air carrier's plan to change the training or
integrate training programs

Air carrier procedures for scheduling crew-
members and ground personnel into changed
or integrated training programs

The maintenance programs and weight and
balance programs the air carrier will use, and
any interim procedures associated with these
programs

The air carrier's plan to change or integrate
maintenance and weight and balance programs

Any interim recordkeeping methods and/or
procedures the air carrier will use, to include:

« training and qualification records

« flight time, duty period, and rest records
* triprecords

* maintenance records

The air carrier’s plan to change and/or inte-
grate recordkeeping methods and procedures

An air carrier’s interim procedures for using
general operations and maintenance manuals,
checklists, MELs/CDLSs, airport analysis,
emergency manuals and any other company
manuals including planned changes and/or
integration of these documents, methods
which will be used to introduce crewmembers
and ground personnel to changes in these
documents, and any training to be given on
these changed documents

An air carrier should request an amendment to
its operations specifications. Amendment
requests should include any planned changes
in authorizations, limitations, management
personnel, and other areas affected by the
merger as necessary. The air carrier must
provide a schedule of the proposed changes in
order to facilitate issuance of amended opera-
tions specifications.

An air carrier’s interim methods and/or proce-
dures for operational control including
dispatch/flight release, weather and airport
data, maintenance control, and control of
contractual support

An air carrier’s plan to change the systems,
methods, and procedures used for operational
control
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* Any other changes the air carrier plans to
make to the kinds of operations and areas of
en route operations, including planned reduc-
tions, consolidations, expansions, and/or
relocations of operations, equipment, and/or
facilities

C. Principal inspectors shall encourage the controlling
certificate holder to consult with and solicit advice from
principal inspectors during development of the transition
plan. In certain situations the controlling certificate holder
may be reluctant to develop a transition plan for submission
to the FAA. This reluctance could be based on concerns
about the time and resources required to develop a plan, or
whether the FAA will hold the operator to its proposals and
schedules in an inflexible manner. In these situations, the
controlling certificate holder shall be advised that without a
transition plan the FAA will be unable to assign a priority to
FAA attention on requests for approvals of changed
programs or amendments to operations specifications. The
controlling certificate holder should also be advised that the
FAA recognizes modifications to the transition plan and
estimated schedules will often be necessary and, with
appropriate notification of these changes, the FAA will
respond in atimely manner.

D. Principal inspectors should encourage the controlling
certificate holder to submit the transition plan to the CHDO
as soon as possible so that the FAA may expeditiously begin
planning its activities.

E. If the controlling certificate holder refuses to submit a
transition plan, the CHDO must implement a program of
increased surveillance. Without a transition plan, continued
compliance with regulatory requirements and safe operating
practices can only be assured through increased
surveillance. This increased surveillance must cover all
aspects of the controlling certificate holder operation and
the operations of other parties involved in the merger or
acquisition. If the increased surveillance indicates any
trends of noncompliance, principal inspectors must request
or conduct appropriate in-depth inspections as necessary to
assure safe operations.

155. PHASE TWO.

A. Phase two begins when the controlling certificate
holder submits the transition plan. Principal inspectors must
review the plan in detail during this phase. Principal
inspectors should carefully consider the feasibility of the
plan with respect to:

* Logical sequence of events and activities

» Continued compliance with 14 CFR and safe oper-
ating practices

» Completeness of events or activities

« Inspector and other FAA resource availability
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(1) Logical Sequence of Events and Activities. Many
events and activities outlined in the plan must occur before
other events or activities. For example, if the controlling |
certificate holder plans on mixing flightcrews previously
from different air carriers, certain training should be
completed before mixing crews.

(2) Continued Compliance with 14 CFR and Safe
Operating Practices. The plan should outline methods or I
procedures to be used to ensure continued compliance with
14 CFR and safe operating practices. For example, previ-
ously approved MELSs based on specified maintenance
support procedures should continue to be used with the
same specified maintenance procedures until the MEL is
changed and approved. Another example would be a need
for the separate airlines involved to keep separate record-
keeping systems and procedures until new methods and
procedures are established and activated.

(3) Completeness of Events or Activities. The plan
must indicate how and when an event or activity will be
completed. For example, if the plan indicates that manuals
will be changed, it must show that completed changes will
be made to include removal of outdated material and erro-
neous references to non-surviving entities or activities. It
should indicate the date for completion of these types of
events or activities. The transition plan should not outline
“open-ended” events or activities. It should indicate a |
completion of the transition period or when all changes
resulting from the merger or acquisition are scheduled to be
completed.

(4) Inspector and Other FAA Resource Availability.
During review of the transition plan, principal inspectors
should determine the availability and capability of inspector
resources and develop plans and schedules accordingly. To
be responsive to the controlling certificate holder’ s needs,
principal inspectors will need to conduct timely evaluations
of the changes outlined in the transition plan.

B. Principal inspectors must determine whether the
transition plan represents a feasible proposal. If significant
deficiencies, omissions, or impractical proposals exist, the
principal inspectors should meet with the controlling
certificate holder’ s management and attempt to resolve these
problem areas. If these problem areas cannot be resolved to
the satisfaction of the principal inspectors, the plan must be
returned to the controlling certificate holder with a letter
briefly describing the unsatisfactory areas. The letter should
also explain that the FAA cannot accept the plan since it
does not ensure continued compliance with 14 CFR and safe |
operating practices. A copy of this letter and the transition
plan must be retained by the CHDO.

NOTE: When a transition plan is returned
becauseit does not ensur e continued compliance, or
when controlling certificate holders refuse to
develop and submit a plan, the CHDO must initiate
increased surveillance of all operations conducted
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by the controlling certificate holder. The principal
inspectors should consider requesting an in-depth
inspection of that certificate holder (appropriately
timed for the situation).

C. If the transition plan is acceptable, principal
inspectors should inform the controlling certificate holder of
its acceptance, either verbally or by letter. Acceptance of
the plan represents a commitment by the principal
inspectors to make reasonable efforts to accommodate the
controlling certificate holder’s planned changes in a timely
and responsive manner.

D. When principal inspectors accept a part 121 or part
135 air carrier’s transition plan, principal inspectors will
issue OpSpec A502, Air Carrier Merger and/or Acquisition.
See volume 3, chapter 1, section 3, OpSpec A502 for
guidance about issuing OpSpec A502.

E. The CHDO shall then forward a copy of the transition
plan to AFS-200 and/or AFS-300, as appropriate, through
their RFSD. When the direction and guidance provided in
this order does not adequately address a situation, the
CHDO manager shall forward a request for additional
guidance through his RFSD to AFS-1.

157. PHASESTHREE, FOUR, AND FIVE. As the
certificate holder initiates changes in accordance with the
transition plan, principal inspectors must conduct evalua-
tions of those changes in the same manner as other phase
three evaluations of changes to anormal operation. If phase

Vol. 2

8400.10 CHG 28

four demonstrations and inspections are required, they will
be planned for and conducted in the same manner as normal
operations. Procedures for approval or denial of the
changes outlined in the transition plan are the same as other
phase five approvals or denials. Principal inspectors must
closely monitor the progress of actual events or activities
presented in the plan. If the sequence of events or activities
is advanced or delayed, principal inspectors must consider
the effect on other events or activities.

159. INDEPTH INSPECTION CONSIDERATIONS. In
complex mergers or acquisitions, when extensive changes or
integrations occur, principal inspectors should consider
requesting an in-depth inspection of the controlling certifi-
cate holder’s operation. This in-depth inspection should
normally be planned towards the end, or after completion, of
the transition period. The results of an in-depth inspection
should indicate how effectively the transition plan was
accomplished. It should also reveal any problem areas
needing further attention.

NOTE: Regardless of the complexity of the situa-
tion, at any time during the transition period, when
continued compliance with 14 CFR or safe oper at-
ing practices becomes questionable, the CHDO
should conduct an in-depth inspection without
delay.

160. - 164. RESERVED.
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FIGURE 2.3.1.1
MERGER AND ACQUISITION TRANSITION PLAN JOB AID

The following list illustrates the types of itens principal inspectors should
encourage the operator to include in a transition plan. Due to the variable nature
of each merger or acquisition, the list is not an all-inclusive or mandatory |i st of
items. It is designed solely to remind principal inspectors of the need to schedul e
work activities in a logical and tinmely manner.

PTRS NAME OF CERTI FI CATE HOLDER: APP:_EI'E':\/IBLE DATE DATE
CODE ' (YIN) RECEI VED|COMPLETED

PHASE ONE

A. | Nl TI AL FAA NOTI FI CATI ON

B. | NI TI AL MEETI NGS W TH CARRI ER

C. I NI TI AL FAA MEETI NGS AND CHDO DETERM NATI ONS

PHASE TWO

A. TRANSI TI ON PLAN SUBM TTED AND REVI EWED FOR

COVPLETENESS AND ACCEPTABI LI TY

PHASES THREE AND FOUR

EVALUATI ON OF PLANNED | TEMS

A. TRAI NI NG PROGRAMS ( CATEGORI ES OF TRAI NI NG
FOR CREWWEMBERS AND DI SPATCHERS

I NI TI AL NEW H RE TRAI NI NG FOR NEWY HI RED

PERSONNEL

2. I NI TI AL EQUI PMENT TRAI NI NG

3. TRANSI TI ON TRAI NI NG

4. UPGRADE TRAI NI NG

5. RECURRENT TRAI NI NG

6. REQUALI FI CATI ON TRAI NI NG

7. CHECK Al RMEN TRAI NI NG

8. SECURI TY TRAI NI NG

$]

B

i

P

3

7

=)

. HAZARDOUS MATERI ALS TRAI NI NG

. TRAI NI NG PROGRAMS FOR MAI NTENANCE PERSONNEL
. MECHANI C/ REPAI RMAN

. I NSPECTI ON PERSONNEL/ RI I

. GROUND HANDLI NG/ SERVI CI NG

. STATI ON PERSONNEL

NOTE: FOR MERGERS AND ACQUI SI TI ONS, ALL CREWEMBERS & DI SPATCHERS REQUI RE
I NI TI AL NEW HI RE TRAI NI NG W TH THE NEW CERTI FI CATE HOLDER BEFORE
ASSI GNMVENT TO A DUTY POSI TI ON.  MAI NTENANCE, RAMP, OPERATI ONS, AND
STATI ON PERSONNEL MAY REQUI RE TRAI NI NG

REMARKS
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FIGURE 2.3.1.1 (Cont’'d.)
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MERGER AND ACQUISITION TRANSITION PLAN JOB AID

PTRS
CODE

NAME OF CERTI FI CATE HOLDER:

APPLI CABLE
| TEM

(YI'N)

DATE
RECEI VED|

DATE
COVPLETED

C. EVALUATE APPLI CABLE MANUALS

. COMPLETED GENERAL OPERATI ONS MANUAL

. COMPLETED GENERAL MAI NTENANCE MANUAL

. FAA- APPROVED Al RPLANE FLI GHT MANUAL

. COVPANY Al RCRAFT OPERATI ONS MANUAL

. Al RCRAFT CHECKLI STS
. Nor nal

Abnor nal

. Emer gency

. FLI GHT ATTENDANT MANUAL

. DI SPATCHER/ FLI GHT FOLLOW NG LOCATI NG

. STATI ON OPERATI ONS MANUAL

COVPANY EMERGENCY MANUAL

1
P
3
)
5
a
b.
C
6
7
8
0
i

0. Al RPORT DATA AND ENROUTE MANUAL
Charts and Pl at es)

i

1. Al RPORT/ RUNWAY ANALYSI S (Performance)

12. M Nl MUM EQUI PMENT LI ST

13. CONFI GURATI ON DEVI ATI ON LI ST

14. MAI NTENANCE TECHNI CAL MANUALS:

. Ai rframe/ Power pl ant

. Structural Repair

. Parts Catal ogue

. I nspection Procedures

. Manuf acturer’s or Vendor’s Manual

D O[O D

.Wring Mnual

Y

. Over haul Manual

15. FUELI NG/ REFUELI NG/ DEFUELI NG DEI Cl NG

16. WEI GHT AND BALANCE CONTROL PROCEDURES

17. HAZARDOUS MATERI ALS PROGRAM

18. SECURI TY PROGRAM

19. RELI ABI LI TY PROGRAM

20. CONTI NUOUS Al RAORTHI NESS MAI NT. PROG.

2

1. EMERGENCY PLAN/ NOTI FI CATI ON

2. PASSENGER BRI EFI NG CARDS

REMARKS:
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FIGURE 2.3.1.1 (Cont’d.)

MERGER OR ACQUISITION TRANSITION PLAN JOB AID

6/28/04

PTRS
CODE

NAME OF CERTI FI CATE HOLDER:

APPLT CABLE
| TEM
(YI'N)

DATE
RECEI VED|

DATE
COVPLETED

. CONTRACTS/ LEASES/ AGREEMENTS
. TRAI NI NG CONTRACTS

. MAI NTENANCE CONTRACTS/ AGREEMENTS

. Al RCRAFT LEASES

. VEATHER/ COMMUNI CATI ON CONTRACTS

. Al RPORT ANALYSI S CONTRACTS

O O B[ W = T

. EXCLUSI VE- USE AGREEMENTS

. OTHER DOCUMENTS/ PROGRAMS
. Al RCRAFT CONFORM TY | NSPECTI ON

. MAI N OPERATI ONS BASE

. MAI' N MAI NTENANCE BASE

. LI NE/ STATI ON FACI LI TI ES

. DI SPATCH FLI GHT FOLLOW NG LOCATI NG FAC.

. RECORDKEEPI NG SYSTEMS:
Cr ewnenber :

D OO0 BN TH

1) Trai ni ng

2)Flight Time, Duty Periods, and Rest

3)Qualification

b. Mai nt enance:

1)Aircraft Records

2) Personnel Training

c.Flight/Trip Records

7. EMERGENCY EVACUATI ON DEMONSTRATI ON PLAN

8. PROVI NG TEST PLAN

0. OPERATI ONS SPECI FI CATI ON

10. MANAGEMENT PERSONNEL

11. EXEMPTI ONS, DEVI ATI ONS, WAl VERS,
AUTHORI ZATI ONS

PHASE FI VE
A. AVEND OPSPECS AS APPROPRI ATE

B. CERTI FI CATE ACTI ON ( AMEND/ SURRENDER)

C. DETERM NE TRANSI TI ON ACTI ONS ARE COMPLETED

D. DEVELOP SURVEI LLANCE PROGRAM
1. W THI N GEOGRAPHI CAL AREA

P. OUTSI DE GEOGRAPHI CAL AREA

REMARKS:
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